METALLIC MINERALS LEASE NO.

MICHIGAN DEPARTMENT OF NATURAL RESOURCES
FOREST, MINERAL AND FIRE MANAGEMENT

By authority of Part 5, Section 502, Act 451, Public Acts of 1994

This Lease, made and entered into this day of in the year 20

By and between the DIRECTOR OF THE DEPARTMENT OF NATURAL-REJOURCEHES fof the STATE OF MICHIGAN,
hereafter called "Lessor", whose address is P. O. Box 30452, Lansing, Michigan 4890B-79%2 and , whose address
is , hereafter called "Lessee".

The State of Michigan is the owner of rights-to any rogucts lying on, in, or under the
lands described below, and has the.authority fo lease fthe lanfis forjexpl@ratibn, mining, @nd taking away of the minerals
and/or mineral products under authgrityfof Parfl5, Sedtign 50R,[1994 Publc Adts 451, a% afhended.

Now therefore, the Lessor for andfin cdnsideration offjajcas i nd paid, andjjof fhe covenants and agreements
hereinafter contained on the part of the fessge o be pai , demised, leased, let, and by
these presents does grant, demisg leage, afld let without r implied} untogthe said Lessee all of those
certain tracts of land situated in the State Jof Michigan i low for the sole and only
purpose of exploring, mining and producing fningrals, lling the same and with the
reasonable right to ingress and egress, thd right to [co buildings, male exgEavationsf stockpiles, impoundments,
tailings basins, roads, railroads, power\lines,-an§l other i to produce, save, and take
care of such minerals and/or mineral progects or§ or i ect to all highways, surface

conveyances, leases, licenses, or easefnents of publ

OUNT
Parcels )
‘J Description Acres Equity

Stipulations
None

Containing acres, more or less.
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A. GENERAL

1. Addresses

The address of the Lessor is the Michigan Department of Natural Resources, Forest, Mineral and Fire
Management, P.O. Box 30452, Lansing, Michigan 48909-7952, and the address of the Lessee is as shown on

page

one (1) of this lease, or other address designated in writing by either party. Periodic reports, statements,

and payments under this lease may be sent to the designated address by regular mail. Any formal notices
required under this lease, including notices of surrender, cancellation, default, or termination, shall be complete

upon

mailing by certified or registered mail, return receipt requested, addressed to the last designated address

of the party being given such notice.

2. Insurance

a. Lessee shall obtain and maintain all Worker's Compensation hsurance as required by State law in
accordance with P.A. 317 1969 as amended, as well as liability insurance and policies of insurance
against fire and other risks in amounts customarily obtained in similar mining operations and shall furnish
Lessor proof of insurance prior to the commencement of any operations.

b.  All insurance shall be maintained by Lessee at its own expense. The companies issuing such policies
shall also be required to furnish the Lessor written notice thirty (30) days prior to cancellation, termination,
or material change of any insurance.

3. Indemnification

a.  In connection with all of its operations under this lease, the Lessge will shve, protect and hold harmless
the Lessor against any and all claims, demands, or judgmeng for logs, ddmage, death, or injury to
persons or property arising out of the Lessee's actiyi leased premises, except with
respect to claims of the Lessor, its assi ees, sugcepsors, or agents unless the
claims arise as a result of negliggénce or dther toffuousjconduct @f the Legsed or violations of the terms of
this lease by Lessee./ Thig provigion shall not to Nability foj dgmages arising out of bodily
injury, death, or damage tq propefty of oth b of the Lessee, its officers,
employees, agents, off confractors

b. The Lessee shall, at .esske' extensions thereof, obtain

and maintain insurande whjch ifisufes the pr

employees as an additional in

ase to Lessee. The companies issuing such
policies shall also bg requifed to furkish r written notice thirty (30) days prior to cancellation,
termination, or materigl chghg ofya‘nwj‘insurance. The Lessor shall periodically review the level of the
indemnification insurance ya quire the amount of such insurance to be increased or decreased to
reflect changes in risr ex e

4.  Assignments and Contracts

a.

No assignments of this lease, or any rights hereunder, shall be valid except upon written approval of the
Lessor, and upon payment of an administrative fee as established by the Lessor in a published schedule.
The Lessor will approve or deny requested assignments with reasons stated within 90 days receipt of
written request by Lessee.

Assignments by Lessee of any portion of the leased premises shall be construed as creating a separate
lease agreement as to the acreage or portions assigned. Development on the assigned acreage, after the
assignment has been made, shall not affect the rate of rental or term of the lease on the unassigned
acreage; and, conversely, development on the unassigned acreage, after the assignment has been made,
shall not affect the rate of rental or term of the lease on the assigned acreage.
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c. Ifthe Lessee's interest or any part thereof is assigned, each and every clause and covenant hereof shall
extend to the assignee, its or their heirs, executors, administrators, successors, or assigns.

Taxes

a. Lessee shall pay all taxes and assessments, whether general, special or specific, levied upon the leased
premises, on any part thereof, on any minerals and/or mineral products, or any property or improvements
on the leased premises.

b.  Upon the termination of this lease, for any cause and with respect to any of the leased premises, Lessee
shall pay the taxes and assessments whether general, special or specific assessed or levied on all of the
leased premises for the entire calendar year.

c. Lessee shall have the right, consistent with statutes, in such cases made and provided to contest the
validity of any tax and assessment whether general, special or specific, and may seek its cancellation,
reduction, readjustment, or equalization.

d. Lessee shall not permit the leased premises, any part thereof, any minerals and/or mineral products, or
any improvements or personal property thereon, to be sold at any time for any taxes or assessments
whether general, special, or specific.

Protection of Property, Fencing Safeguards
a. Lessee shall not alter, or authorize others to alter, the leased premises except as authorized by the lease.

b. Lessee shall maintain for the term of this lease, proper fences or other protective barriers around any open
pits, shafts, or other openings on the leased premises created by Lessee. Lesseq shall further employ all
reasonable and practical safeguards for the protection of all persons enteg or upon such leased
premises used or occupied by Lessee in conjunction with operations gnder thfs ledse.

hageven reagon, Lessge shtall surrender the leased
eninfys, sfopef, shafts,Jungerground openings, and
other dangerous conditions createcy by ‘Leskee shall beflfenckd, filled, or fpraiected so as to leave a

a. Any operations under th Il apglic deral, lodal @hd State laws, rules, and
ordinances now or heredfter isfnot in i explore or mine. In
addition to compliance wAth t iqi thisfledse, al arly Secfions lfand J thereof, Lessee

oﬂﬁling fissionable materials Lessee shall secure
all required authorizatigns frém anyy)le ederal and state regulatory agencies. Lessee shall
conduct all mining operaljons§ progess# or transportation of minerals and/or mineral products containing
fissionable materials or, radi aﬂé source materials in accordance with all applicable federal and state
laws and rules of the D43 ent of Environmental Quality now or hereafter in force.

c.  Prior to the mining of mieral

B. TERM OF LEASE

1

This lease shall remain in force for a primary term of ten (10) years from this date and as to those portions of
the leased premises included within a mining operation area, so long thereafter as there is production of
minerals and/or mineral products in paying quantities by Lessee from lands within such mining operation area.

The primary term of this lease may be extended automatically from the 11" through 20" years by payment of a
minimum royalty pursuant to Section C2. Lessor may, at its sole discretion, upon written application of
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Lessee, agree to additional extensions beyond the 20" year by payment of a minimum royalty pursuant to
section C2.
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C. ECONOMIC TERMS

1. Rentals

Lessee shall pay to Lessor rental as follows:

a.

Rental for the first (1st) through fifth (5th) year shall be paid at the rate of $3.00 per acre per lease year,
and for the sixth (6th) through tenth (10th) year at the rate of $6.00 per acre per lease year.

Rental for the first year shall be paid upon execution of the lease, and thereafter rental shall be paid
annually in advance of the lease anniversary date. The Lessor’s receipt and deposit of a late rental
payment shall not constitute a waiver of, or otherwise affect the Lease termination that shall
automatically occur whenever any rental payment is unpaid for a period of fifteen (15) calendar days or
more after the lease anniversary date. The Lessee shall file a Notice of Termination with the Lessor
should the lease terminate. Lessor may, at its sole discretion, in writing, waive termination of the lease
for unpaid rental upon Lessee's submission in writing of proper and satisfactory proof as to cause, along
with payments due. Any payments by Lessee after the due date shall include interest at the rate of 1.5
percent per month or at the maximum legal rate, whichever is less, on the amount unpaid.

Payment of either Production Royalties or Minimum Royalties from a mining operation area shall abate
the rental on that part of the leased premises contained in that mining operation area. The abatement
shall be effective on the rental due date following the rental period in which the abatement is granted.

2. Minimum Royalties

Lessee shall pay to Lessor Minimum Royalties as follow:

a.

In the event the primary term of the lease is extended, pursyant é Sectioh B2} a Minimum Royalty
shall be paid at the rate of $10.00 per acre for the gjeverth (ALth) fyear, and thereafter, the rate shall

increase an additional $5.00 per acre per yeal up to gfmaxifnum f$I>5.00 pemacle per year.
|

Minimum Royalty payments shall befpaid annpally jnfadvatice of theflease anpivdrsary date. This Lease
shall terminate and the geeskee s i Notigce] of T@€rmirtiol] with the LEssor whenever these
payments remain unpaidffor g period] of fift ys ajter the lelpse annilersgry date. Lessor may,
at its sole discretion, ive fin wiitigg terringti f thelleage fof unpaid jMifimum Royalties upon
Lessee's submittal in wifting pf pr@par andl satisfaictbry progffas tof cause, dlo ith payments due.
The Lessor’s receipt andidepdsit offa yalty?Paymenf shall nof consfitute a waiver of the
Lessor’s right to claim default unddr t isibng of Sectpn H. remedies available
lude interest at the
rate of 1.5 percent per month\or affthe fnaxi rate fwhichevaer is'l@ss,Yon thg amount unpaid.

on the next annual MifimumjRdyalty flue HategJ Th rc;y, Minimum Royalties shall be paid at that
[ rya& products in paying quantities begins on that
Ining operation area.

portion of the leased prefnisegfingluded in t

Should the production o nﬂs and/or mineral products in paying quantities commence on the
leased premises, the I\/' WMlm Royalties paid for that lease year for those lands included in the mining
operation area shall be credited against the Production Royalties payable hereunder to the Lessor.
Minimum Royalties received for a lease year in which production of minerals and/or mineral products in
paying quantities has commenced, will be credited on a pro-rata basis for the term of the lease year
which coincides with the first calendar year of production.

Lessee may, during the term of this lease, and at its sole discretion, suspend production of minerals
and/or mineral products from a mining operation area established under the terms of this lease for up to
four (4) cumulative years, or three (3) consecutive years, or longer, respectively, at the discretion of
Lessor and may in such case maintain this lease as to those portions of the leased premises
contained in a mining operation area by the payment of Minimum Royalties in lieu of Production
Royalties. During such periods of suspended production, this lease shall not, as to those portions of
the leased premises included in a mining operation area, be subject to expiration under the provisions
5 PR 4340 (Rev. 11/09/06



Production Royalties

Lessee shall pay to the Lgssor

of Section B of this lease. Lessee shall notify Lessor prior to or at the cessation of production and
include such information as to the reason for the cessation and anticipated date when production will
resume.

The amount of the Minimum Royalties paid in lieu of Production Royalties shall be determined
according to the schedule in Part C2a of this lease, and shall be on a per acre basis prorated for the
period of suspended production.

Minimum Royalties in lieu of Production Royalties shall be paid within 30 days after the suspension of
production and annually thereafter. This Lease shall terminate and the Lessee shall be required to file a
Notice of Termination with the Lessor whenever these payments remain unpaid for a period of fifteen
(15) days after the payment is due. Lessor may, at its sole discretion, waive in writing termination of
the lease for unpaid Minimum Royalties in lieu of Production Royalty payments upon Lessee's
submittal in writing of proper and satisfactory proof as to cause, along with payments due. The Lessor’'s
receipt and deposit of a late Minimum Royalty payment made in lieu of Production Royalty shall not
constitute a waiver of the Lessor’s right to claim default under the provisions_ of,Section H. In addition to
any remedies available to the Lessor under the lease, any payments by Le after the due date shall
include interest at the rate of 1.5 percent per month or at the. maxjmum Idgal riite, whichever is less, on
the amount unpaid.

When Lessee resumes the production of miner ] inefal produdts in paying quantities on the
leased premises, the Minimum_Royaltieq paid irfli uction Royaltieq for that lease year and for
those lands included in the minjng operdtion Il 'bg crddited agdingt the Production Royalties
payable under this /leas¢ to the Les i Itigs received for a lease year in which
production of minera}§ ani/or migeral pr il payifhg q@antiies has ed, will be credited on a
pro-rata basis for thd ternj of the Jease i i with the calgnhddr year in which production
resumed.

Payment of Minimurp Rdyalti h lieu i oyaltieg shall ndt servie to abate or affect any
other Minimum Royalkies, whigh rhay b d forj portions jof the ledsed @remises where a mining
operation area has not been egtabljsheg

During periods for which gayment &f mifim yaltied are required Ynder essee's tax obligations,
if any, continue as if producti efe unflerwgy.

roduction Rqy Itwﬁ*culated as follows:
Determine the gross\sa Z’vdue’ﬁ of all minerals and/or mineral products from this lease sold

during the past calg¢nd uarter. Such sales value shall be based on the actual sales value on the
open market of the first arms length transaction to a non-affiliated entity as shown by sales receipts,
plus any subsequent payments, which were held back or are rebated back to the Lessee. If mineral or
mineral products are not sold to an independent consumer on the open market at fair market value, or
are processed further by a plant which is operated by the Lessee, or in which the Lessee has an
interest, the gross sales value shall be determined using prices for the metallic form or for normally
accepted form as published by Platt's ‘Metals Week’ or other mutually acceptable form or reference
price, as the last closing price of the middle month of the quarter. The gross sales value shall then be
divided by the tons of materials mined in that production of minerals and/or mineral products sold to
determine the gross sales value per ton.

Determine the price index factor by dividing the constant price index by the current price index, fractions
shall be expressed to five (5) decimal places. Both price indexes shall be obtained from the producer
price index for all commodities, or its successor index, as published monthly by the U.S. Department of
Labor, Bureau of Labor Statistics. The constant price index shall be the Producers Price Index rate
published by the Bureau of Labor Statistics, established as of the date of execution of this lease. The
current price index shall be the Producers Price Index of the middle month of the quarter.

Determine the adjusted sales value per ton by multiplying the gross sales value per ton by the price
index factor.
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d.

e.

The base Production Royalty rate shall be two percent (2%) for underground mines and two and one-
half percent (2.5%) for surface or open pit mines. The Production Royalty rate shall increase based on
the adjusted sales value per ton of ore mined in the following manner:

Each calendar quarter the adjusted sales value per ton of ore shall be calculated as described
in 3a-3c for the number of tons of ore mined during that period. Starting at a base price bracket
of $0.01-$25.00 per dry short ton, or other mutually agreed upon weight basis, of ores
containing minerals and/or mineral products that are mined from the leased premises and sold,
the royalty rate shall be increased by four tenths of one percent (.4%) for each 25 dollar
increase in the adjusted sales value per ton as indicated on the following royalty rate schedule
The maximum royalty rate is ten percent (10%) for underground mines and ten and one-half
percent (10.5%) for above ground mines as indicated on the following royalty rate schedule.

Royalty Rate Schedule

Adjusted Sales Value Per Underground Mine Royalty Surface Mine
Ton Rate Royalty Rate
$0.01 - $25.00 2.0% 2.5%
$25.01 — 50.00 2.4% 2.9%
$50.01 - $75.00 2.8% = 313%
$75.01 - $100.00 3.2% \ 3§7%
$100.01 - $125.00 % g 4.1%
$125.01 - $150.00 1.0% 1.5%
$150.01 ~$176.00 4% 1.9%
$175.01 § $20p.00 1.8% ‘ g b.3%
$200.01 § $2256.00 b.2% J 5%
$225.01 -\$250.00 b.6% 6.1%
$250.01 - $§K5.00 5.0% 6.%%
$275.01 - $@.oo b.4% /ﬂa%
$300.01 - $325l.o 5.8% . ] 7.3%
$325.01}- $35‘.o \ _ jz( 7.7%
$350.01 $37Lo!). / 7.6% 8.1%
$375.0:_l‘-\%0{ 8.0% 8.5%
$400.01 - $425.00 8.4% 8.9%
$425.01 - $450.00 8.8% 9.3%
$450.01 - $475.00 9.2% 9.7%
$475.01 - $500.00 9.6% 10.1%
Above $500.01 10.0% 10.5%

The Production Royalty is the product of the royalty rate and the adjusted sales value of minerals
and/or mineral products sold from the leased premises.
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D.

E.

f. Production Royalties shall be paid on a quarterly basis of the calendar year. If payments specified are
not made on or before the twenty-fifth (25th) day of April, July, October, and January (or other mutually
agreed schedule) of every year during the term of this lease for all minerals and/or mineral products sold
during the preceding calendar quarter, Lessor may claim default under the provisions of Section H
herein. In addition to any remedies available to Lessor under the lease, payments made after the due
date shall include interest at the rate of 1.5 percent per month, or at the maximum legal rate, whichever
is less, on the amount of royalty unpaid.

g. Lessee agrees that all royalties accruing to the Lessor herein shall be without deduction of any costs
incurred by the Lessee except as specified in this lease or as agreed to in writing by the Lessor.

h.  The Lessor is not liable for any taxes incurred by the Lessee and no tax deductions may be taken in
computing the royalty.

i Production Royalties may, by mutual agreement of the Lessee and Lessor, be negotiated at any time
during the term of this lease and may include consideration of rate and method of calculation, including
but not limited to method of processing or refining. Any such agreement must be approved by the
State Administrative Board before it is effective.

j- Notwithstanding any other provision in this lease, if copper, nickel, lead, zinc, gold, and/or silver and
their byproducts are produced from the leased premises and are processed at a smelter and/or refinery
owned, operated or controlled by the Lessee, or where they are treated on a toll basis for the Lessee,
the Production Royalty shall be based on the sale value of the refined product and the smelter returns
method shall be used to calculate gross sales value.

SURFACE DAMAGE PAYMENTS

1.

BONDING
1.

Lessee shall pay or agree upon payment to the surface owner,-of,any pefson holding under the owner, for all

damages or losses (including any loss of the use of all.or part ofthe surflce),Jcaused directly or indirectly by

operations hereunder, whether to growing crops or?uil s\to'afy persor] or pfoperty, or to other operations.
t

Before mining operations may be commehced onfthe hejsurffce of thd lafd in which the State of Michigan
owns mineral rights only, and as{describe§l in thigleasd, propf sijall be submifted to the Lessor, in writing, that
either voluntary agreemenf or stipulate dnt relgtive fto durface u d damages has been reached

between the Lessee of Legsee's quthorided agentjand the suffac@ owner o is invoked.

When a mutually satisfactbry agréement rélatiye fo surfacgfuse gnd damageg cannot be reached, either party
can inform the Lessaf, in jvriting, i Lesgor will grantla negotiation period of thirty (30)
duct y thef Lessee.] Thisftime period is to allow for the
oof of thé agr@ement isjnot submitted in writing to the
Lessor, mining operations will ot be prphibjt@d By the]Lessor dnd rdsoldtion @f the dispute rests solely with

Before a lease will e exdcufed for} an
performance bond, |n a
executors, administrators,fsuccessors, g@dd assigns, shall faithfully perform the covenants, conditions, and
agreements specified\in the legse, the laws and rules of the State of Michigan which apply.

State lands, uhless waived by the Lessor, the Lessee shall file a

The Lessor shall de# Ine, and set forth in a published schedule, the initial acceptable amount required for
the performance bond. The Lessor shall annually review the level of the performance bond and shall require
the amount of the bond to be increased or decreased to reflect changes in the cost of future reclamation of the
leased premises. A review of the performance bond shall be made within thirty (30) days of receipt of Lessor
of written notice of termination by the Lessee and shall consider adequacy of bond for removal o personal
property not desired by either Lessee or Lessor.

Lessee shall keep in full force and effect a sufficient performance bond to cover the acreage held under lease
as heretofore specified. If the amount of performance bond in effect becomes depleted or partially depleted
because of any claim or claims, Lessee shall file a new performance bond as required by the Lessor.
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Liability under the bond shall be for the duration of exploration, mining and reclamation operations and for a
period coincidental with Lessee's responsibility under the approved reclamation plan.

Lessor may invoke part or the entire performance bond when it determines that part or all of the covenants,
conditions, or agreements specified in the lease are not being fulfilled and shall so notify Lessee. Invoking the
performance bond is not necessarily related to any action taken by Lessor under part H of this lease.
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F. LESSOR RIGHTS

1.

Lessor retains all of its timber, sand and gravel, and other non metallic mineral interests in the leased
premises and reserves the rights to make any use of the leased premises, which may be undertaken without
detriment to the rights and privileges herein specifically granted to the lessee.

Lessor shall not be liable for any damages resulting from failure of its title to rights included herein; provided,
however, that if the Lessor's title fails as to any or all of the rights covered by this lease, the Lessor shall
refund to the Lessee all bonus, rental, Minimum Royalties, or Production Royalties made by the Lessee
attributable to that part or portion of, or interest in, the title which has failed.

All materials mined from the leased premises and not shipped from the mining unit after production of
minerals and/or mineral products has ceased for three consecutive years, or after the lease has terminated,
remain the property of the Lessor. Lessor may direct or authorize how these materials shall be stored or
disposed.

Should Lessor be prevented from complying with any express or implied covenant of this lease because of a
force majeure (i.e., for any cause beyond the reasonable control of the Lessor such as, but not limited to,
acts of God, legislation, rules of any other governmental body, budgeting copstraints, any judgment or
injunctive order entered by a court of competent jurisdiction, acts of the public dnemy, riots, strikes, labor
disputes, labor or material shortages, fire, or flood) then such covgnant-shiall b suspended to the extent
made necessary by the aforesaid force majeure.

Lessor, and any of its authorized employees, consyfantg§, orjconfractors, nay at all times enter upon the
leased premises and ascertain compliancewith afy comditioh off this leage &nd the kind, qualities, and

guantities of minerals and/or. minerdl prod renfises or rémdved therefrom. Lessor shall
also have the right to checkjthe mgvement fof mjn miferal protludgis from the workings of the
leased premises to storafie ahd to the mill} sineltgr, i ; 1@ be presgat ft all weighing and sampling
stations; and b take sgmplés and jobserye |the ffla ingfals fnd/or mihergal products from the leased

upon reasonable notice fo exgming tile bodks} r i , and to conduct audits of
those records of the LeSsee ‘insofar i lue, and sale of minerals
and/or mineral products derived fr

adjoining or nearby properties
and after payment of syface dseffees essor, allow Lessee to use the premises
hereby leased and any part ngs pits, and stockpile grounds sunk or made
thereon, for the mining, femo and stackpil y ores from any such adjoining or nearby premises, or
for any purpose or purppsesjco ne;t&#ﬂ[wnh, not however preventing or interfering with the mining or
removal of ore from the \eaged pleniises. Lessor recognizes the interest of Lessee and/or other owners of

any nearby or adjacent ')re ses in any ores mined therefrom and stockpiled upon the leased premises.

Lessor may require Lessee to barricade entrance to the roadway(s) on surrendered leased premises, to seed
the roadway(s) or leave the roadway(s) as constructed.

G. LESSEE RIGHTS

1.

Lessee may from time to time surrender all or any part of the premises herein leased by giving notice in writing
to the Lessor. Lessee shall not escape any prior obligation of the lease by filing a release. Upon surrender,
Lessee shall execute and deliver to the Register of Deeds in the county wherein the land is situated, for
recording, a proper and sufficient Notice Of Termination of this lease and of all of Lessee's rights and interest
under this lease, insofar as they apply to the premises surrendered, and shall have said instrument delivered
to the Lessor within thirty (30) days after recording with Register of Deeds,

10 PR 4340 (Rev. 11/09/06



DEFAULT OF LEASE
1

Lessee may at any time remove all machinery and fixtures placed on the leased premises, provided, however,
that said Lessee has complied with and fulfilled all other provisions of the lease as herein provided.

At the termination of the lease by any means, and with Lessee's fulfilment of all lease obligations, covenants,
and agreements, Lessee shall have one hundred eighty (180) days, or longer at the discretion of Lessor, after
termination in which to remove all tools, machinery, railway tracks, structures, and all other property situated
on the leased premises as to which this lease is being terminated, except any supports placed in shafts,
drifts, or openings or any timber, framework, or fences necessary to the use and maintenance of shafts or
approaches to mines or tramways within mines. If Lessee fails to remove its property within the specified
period, the property shall, at the sole option of the Lessor, become the property of Lessor and may be
removed by Lessor with expenses recovered from the performance bond. By agreement of the parties, any of
Lessee's property on the leased premises may become the property of Lessor.

In the conduct of approved mining operations on the leased premises, the Lessee is hereby granted the right, if
it so desires, to mine and remove any ores existing thereon, or on any part or parts thereof, through, or by
means of, shafts, openings or pits which may be sunk or made upon adjoining or nearby premises owned or
controlled by the Lessee, and may stockpile any ores from the leased premises or any part thereof upon
stockpile ground situated upon any such adjoining or nearby premises.

Lessee may maintain and use roads, pipelines, electric transmission lines, and other facilities, which are
located on surrendered portions of the leased premises, with written consent of Lessor, and payment of
surface use fees as determined by the Lessor so long as they are reasonably necessary to Lessee's
operations on leased premises remaining under this agreement.

Lessee may mix minerals and/or mineral products taken from the leased premises with any other minerals
and/or mineral products from other premises after the minerals and/or mineral products from the leased
premises have been measured and sampled to determine and preserve thg rights and liens of the Lessor
therein. o~

In the event Lessor shall determine a-dgfault inﬁe parformance by Lesgee pf any express or implied covenant
of the lease, Lessor shall givegnotice injwritingoy ceftified majll, addressedto Lessee's last address filed with
Lessor, specifying the, facts by whic s clajmed) BEXcept as fo fental, heretofore provided, Lessee
shall have thirty (30)pdays from{date o @f notike tojsatigfy the obliggtion of Lessee, if any, with respect
to Lessor's notice, §r pr@vide Lessor dafisfagtofy propf thfit Ldssee is ffot i default or if in default and Lessee
is not able to curejwithifp thirty {30) diys$, Lgsdee s bmik for Les§or'$ approval a performance schedule
with a date certain fo safisfy gf dure ddfadlt of Lissee.

If Lessee fails to valuntarily gatigfy theé claimh of defafilt as hergin prpvided relative to any condition and/or any
expressed or implied covenaft offthis lga a'¥ts sdle discretion, with forfeiture of all

L

or part of said leased pxemisgs inj accdrdahde with 1999 P.A. 4,28, et seq.

If the default is not cureq, a idedjabo ssormay takd posgessi the leased premises or any part
, Improvements, and personal property on
the leased premiges. om the leased premises and declare this lease
terminated and Ldgssee'q rights foffeitad. jRe-egiry™Dy Lessor does not eliminate any other legal remedy for
Lessor. No tools, fixtur th®r property of the Lessee shall be removed from said premises by
the Lessee, if an d S, or other payments are due to the Lessor, and all sums due on
royalties, damages,\or payments, shall be a lien on all implements, tools, movable machinery, and all
other chattels use‘ iggoperating said property, and also upon all of the unsold mineral and/or mineral products
obtained from the land herein leased, as security for the payment of royalties, damages, or other payments.
This lien may be foreclosed in the same manner as chattel mortgages are foreclosed.

Default or termination of the lease does not relieve the Lessee from closure, post closure, or environmental
requirements established under this lease or under a mining permit pursuant to Part 632 of NREPA, or other
applicable permits or laws.

Should Lessee be prevented from complying with any express or implied covenant of this lease, after effort
made in good faith, for any cause beyond the reasonable control of the Lessee, such as, but not limited to:
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J.

war, rebellion, riots, strikes, acts of God, or an order or rule of governmental authority, and not including
economic budgetary or financial constraints or conditions, then while so prevented, Lessee's obligation to
comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Lessor in
writing in  support of Lessee's contention but Lessee is not excused from payment according to provisions of
the lease for all rentals, Minimum Royalty, or Production Royalty reserved and payable to the Lessor.

Should Lessee be prevented from conducting exploration or mining operations or from mining minerals and/or
mineral products under this lease, after effort made in good faith, for any reason beyond the reasonable control
of Lessee (not including economic, budgetary or financial constraints, or conditions), this lease will be
extended as to portions of the leased premises affected by such force majeure so long as Lessee is prevented
from exploration, conducting mining operations or from mining minerals, and/or mineral products there from.

EXPLORATION OPERATIONS

1.

Exploration Plan

a. No exploration activity shall take place on leased premises without an Exploration Plan developed by
Lessee and approved by Lessor.

b.  Prior to commencement of exploration and annually thereafter on the lease anniversary, the Lessee shall
submit to the Lessor for approval a plan outlining Lessee's proposed exploration activities on the leased
premises during the ensuing year and exploration conducted to date, if any.

c.  The Exploration Plan shall contain the following:

(1) A description of proposed exploration activities and locations of sites where such exploration
activities were, or are proposed to be conducted; and

(2) Locations and depths of any known existing exploratign holesftrenches or pits; and

(3) Locations of roads which were, or are propogsed be, copstrugted to carry forth exploration

activities.
d. Lessor shall approve or rgject the|plan, fpr regsons] stafed, withi business days of receipt of a
complete Exploratiog Planjfrom see. Leskor rgjecks this pldn, fLessee may resubmit a plan(s)

without prejudic

e. Any change in the approved plan duijng gny yea whigh isflikely to fesdlt in substantial disruption of the
surface shall submitteéd| and | FoRfirped in Writiig tofthe Direftof of the Department of Natural
Resources for

satisfactory tothe Leks

Exploration Reports

a. For the explorafjon

ond?ct%this lease, the Lessee shall retain and store all factual exploration
data and recoEs

cation(s) within Michigan that is mutually agreeable with Lessor and Lessee.
The Lessor re®in® the right to examine all such data and records, including cores, cuttings, samples,
logs, maps, cross-sections, assays, geological, geophysical, and geochemical data.

b. Upon termination of this lease or surrender of any part of the leased premises, Lessee shall furnish to
Lessor any samples, cuttings, and cores requested by Lessor, and an up-to-date report of all exploration
conducted by Lessee on that part of the leased premises. Final reports shall contain copies of all factual
data generated from exploration activities on the leased premises as of the date of surrender.

MINING AND RECLAMATION OPERATIONS
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1.  Mining and Reclamation Plan

a. No mining shall take place on leased premises without a Mining and Reclamation Plan developed by
Lessee and approved by Lessor.

b. Lessee shall reclaim the surface of the leased premises in accord with the approved Mining and
Reclamation Plan. The reclamation shall proceed concurrently with mine production to the extent
practical and shall be completed following termination of mine operation.

c. A Mining and Reclamation Plan for the leased premises shall be developed to insure to the maximum
extent practicable that waste areas and lean ore are located, designed and utilized to maximize
aesthetic attractiveness and promote reclamation; mining is conducted in a manner which will prevent or
mitigate hazardous conditions resulting from but not limited to slumping, heaving, leaching, and
subsidence; and that post-mining conditions of the premises possess ecologic values consistent with
the pre-mining conditions or as are approved by the Lessor. The Mining and Reclamation Plan shall
include the following:

(1) Accurate plan maps, with appropriate scale, aerial and ground photographs, and other supporting
data showing:

(@) Location of the proposed mining operation area.

(b) Lands proposed to be affected throughout the mining phase, including existing streams, lakes,
wetlands, and impoundments.

(c) Description of proposed development of open pit(s) and/or underground workings including
materials handling and overburden stripping plans on the leased premises.

(d) Product and raw materials storage areas and loading facilities.

(e) Proposed and alternative locations where feasible, and designs Jof waste and lean ore piles,
and tailings basins.

() Existing and proposed buildings, utility-corridors, rdroads, oadg, and auxiliary facilities to be

used and/or constructed on leased Ighds.

(@) A chemical analysig of the ‘;round ater @t thg miring operdtiof area, which includes metals,
non metals, and orJ anic congent.

(h) A qualiggtive] and gliantitajive anglyisis off the footential for piled tailings, lean ores, and
produciple ofes to lgach info pro rfacké water, @ndfmeasures that will be taken to
preventjdegridatign bf grodndwater find sdrfage water duringfand after operation of the mine.

of Lessor's minerals and
ingled production.

deternfine the Ipcati
ssor frofh are@s df com

(i) Method\and*freq@iency offsu
method tised to dlockte rdyallies t

The
(2) A description &f pr@posgd rdclarpgtiof of the minind opdratiqn _arda on the leased premises

including:

(@ A descriptibn Jof thd capacity of fthe land to's its anticipated use or uses following
reclgmatio cludipg { digcussion off the capacity of the reclaimed land to support
alterpative juses.

(b) Provisiong fo raMtablishing self-sustaining re-vegetation and stabilization that will
minimize rg;&fn and sedimentation and public health and safety problems of pit banks,
Was'a lean ore piles, roads and tailings basins during and upon completion of the mining
phase.

(c) Provisions for buffer areas, landscaping and screening.

(d) A qualitative and quantitative analysis of the potential for remaining tailings and waste rock
disposal or storage facilities to leach into groundwater or surface water, and measures that
will be taken to prevent degradation of groundwater and surface water.
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(e) Estimated timetables necessary for accomplishing the events contained in the Mining and
Reclamation Plan.

(3) The Lessor shall approve or reject the plan within one hundred twenty (120) days of receipt of
complete Mining and Reclamation Plan from the Lessee. If the Lessor rejects the plan, Lessor
shall identify those elements of the plan involving activities on the leased premises which are
likely to pollute, impair or destroy the air, water or other natural resources or the public trust
therein, and shall identify areas of the plan which are inaccurate or incomplete. The Lessor shall
also identify those alternatives or mitigating measures (if any) which could make the plan
acceptable. A meeting shall be held between the Lessee and the Lessor within sixty (60) days of
the rejection of the plan in an attempt to resolve differences in the plan, should either party
request it. If Lessor denies the plan, Lessee may resubmit a plan(s) without prejudice.

(4)  Any change in the approved plan, which is likely to result in substantial disruption of the surface,
shall be submitted in writing to the Director of the Department of Natural Resources for approval.
The Director may authorize named officers or individuals on the Department staff to receive,
review, and either gpprove or reject changes within thirty (30) days after they have been notified of
the request for change. Notification shall be made to the Lessee of such approval or rejection
with representatives of both parties conferring promptly, if rejected, to resolve differences in the
plan.

2. Production Reports

a.

Lessee shall keep an accurate account of all mining operations under this lease, including production,
sales, assays, prices and dates of same, and shall submit to Lessor at the time of each quarterly
payment of Production Royalties on forms prescribed by the Lessor, a statement; showing the quantities
of minerals and/or mineral products produced in the past quarter, the quantities sold and quantities
otherwise disposed of from the leased premises and methods used to determine same. Lessee's
statement shall include the following:

(1) The tonnage and average grade of all ore mined from the leased. prepises, calculated from both
mine measurements and at the first point at which an actual weighi#medsurement is taken.

(2) The tonnage and average grade of all commingled, ore cglculated from} both mine measurements
and at the first point at which an actual wefhg Tas rement is takin.
e

(3) The tonnage of materials_mined fr‘nm the fease isgs used td caculate the gross sales value

per ton mined.

(4) The tonnage of org from the leasgd
mill, less lossgs wiiich car] be adco

iges, apd the torfhage of ore from all premises treated in a

(5) The tonnage @nd dverage lgradejof
and derived frpm ajl prefnises.

cncentrafffs, dry basis, derivied from the leased premises

(6) Tonnage of ore\from which refingd
premises.

werd producel frofn the leaged premises and from all

(7)  Amount of refined net rpduckd |
all premises.

, poul\ds, or o@inceq fro leased premises and from

(8) Copies of regeipts fronn saleq of rbin als a dMineral products.
(9)  Such additionjal d n productigg and sales as may be necessary to determine royalty.

Mross-sections, and maps of the leased premises and premises from which
are mined, showing the area and volume mined.

(10) Current mine su
commingled pr

The Lessee shall, at the sole discretion of the Lessor, submit to an audit of all transactions, contractual
relationships, volume, production, weight, valuation, sales, or such other records as Lessor may
determine appropriate which are related to establishment of gross proceeds, deductions, the Lessor’s
decimal interest and corresponding correctness of the royalty payments or any other types of payments
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K.  DEFINITIONS
1.

due to the Lessor. The audit may be performed by the Lessor, or contracted for by the Lessor, at the
Lessor’s discretion. The Lessee shall be responsible for the cost of the audit if, based upon the final
audit report, any underpayment calculated before interest is in excess of five percent (5%) of the
payment made for the audit period.

If any minerals and/or mineral products produced from the leased premises are transported to a point
outside of the mining operation area before being weighed, Lessee will have all the material weighed by
the transporting firm and will furnish Lessor with the transporter's statements of the weights of all
shipments during the preceding quarter. Any written certificate or statement of any transporter
concerning any shipment from the leased premises and its weight and any copies of transcripts from the
books of any transporter concerning shipments or their weights shall be prima facie evidence of those
facts in any suit or controversy between Lessee and Lessor.

Upon termination of this lease or surrender of any part of the leased premises, Lessee shall furnish to
Lessor an up-to-date report of all mining development and reclamation efforts conducted by Lessee on
that part of the leased premises. This report shall contain suitable maps and information on the location
and extent of surface and underground workings, and other pertinent information.

Lessee shall also furnish Lessor with annual reports on the anniversary date of the lease of the status of
mining development and reclamation efforts to date.

Mill Waste Rejects Reports

a.

Lessee shall keep an accurate and cumulative record of the operation of the mill producing the mill waste
rejects, and Lessee shall annually before March 1 furnish Lessor a mill waste reject report for the
preceding calendar year.

Any proportioning of the commingled mill waste rejects shall be made on the following terms:

(1) The proportioning shall be based upon dry short ton units of mineral values as determined by
assay, tonnage measurement and/or metallurgical balances.

(2) The total units of mineral values in the commingled mill waste rejects shall be determined by
subtracting the total units of mineral values in the concentrate produced from the total units of
mineral values in the crude ore entering the mill.

(3) The units of mineral values in the mill waste rejects from this lease shall belong to the Lessor.

Mining-Milling Tailings Disposal

a. Waste materials resulting from the mining or concentrati opéra ns ghall be deposited by the Lessee
in accordance with the approved Mining and Reclaiatiof Plan. | Wastd materials shall not be deposited
on other premises without mutually agreealgle:mgthodls offaccountihg for the Lessor's interest.

b.  If mill waste rejects from pinerals &nd/or rpinergl progucty mined fipmjthe leased premises are deposited
or commingled wijth otherymill wasle rejects off fhe Igasel premis@s, fessee will upon termination of this
lease deliver tgft-eqsor a documeantjrecopriizing fhe irgeregt of Lessgr the mill waste rejects.

Stockpiling

Minerals and/or mifjeral porodgct: takeI\Tf
times be kept separate” and| distinct
sampled to determine and pr@serye thd ri

Commingled Mill Waste] Rgjects Imeahs ste rgjects from
with mill waste rejects frdmjother property ftvr\:t Lessqy.

Constant Price Ingdex
Labor Statistics,

the leasegfpremiges, WhetLer steckpiled or otherwise, shall at all
ny othdr mineral and{or fninergl products until measured and
arld lierg of the Lessof tharein.

y of the Lessee mixed in conjunction

cessor in established as of the date execution of this lease.

)

edhs tfwc rS)‘!e iIndex for all commodities rate published by the Bureau of
its
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

Current Price Index means the producers price index for all commodities rate published monthly by the
Bureau of Labor Statistics, or its successor index, reflecting up-to-date trends in producer prices.

Dollars means U.S. dollars.
Exploration means the processes involved in the search for and delineation of a mineral deposit.

Exploration Activities means those actions conducted upon the leased premises as a necessary part of
exploration including geological, geochemical and geophysical surveys, preparation of necessary roads and
drill sites, drilling, sampling, assaying, test pitting, trenching, metallurgical testing, feasibility and
environmental studies or other approved activities.

Gross Sales Value means the value of all marketable products at the point of sale, and after which sale the
Lessee no longer holds an economic interest in the marketable products. Gross Sales Value may not be
reduced by the cost of transporting marketable products to the point of sale. For purposes of this lease, the
sale of minerals and/or mineral products in-place, or without extraction, is not considered production, and any
sales value at that point shall not be used as the basis for calculation of Production Royalties.

Lease year means a period of one year commencing on the date of the lease or its anniversary.
Lessor means the Director of the Department of Natural Resources for the State of Michigan.

Lean Ore means rock containing minerals which are not economically recoverable under existing market or
technologic conditions.

Leased Premises means the land, property and/or mineral rights of the Lessor herein leased to the Lessee.

Mill Waste Rejects means materials having no present mineral value, separated from the concentrate of
minerals and/or mineral products as the result of processing of ore in a mill concentration plant.

Minerals and/or Mineral Products means all metallic minerals, metallic mineral products, ores and
concentrates including, but not limited to, the following metallic elements: Aluminum, Antimony, Arsenic,
Beryllium, Bismuth, Cadmium, Cesium, Chromium, Cobalt, Columbium, Copper, Diamonds, Gallium,
Germanium, Gold, Indium, Iron, Lead, Lithium, Magnesium, Manganese, Mercury, Molybdenum, Nickel,
Osmium, Palladium, Platinum, Radium, Rare Earth Elements, Rhenium, Rhodium, Rubidium, Ruthenium,
Selenium, Silicon, Silver, Strontium, Tantalum, Tellurium, Thallium, Thprium, Tin, Titanium, Tungsten,
Uranium, Vanadium, Yttrium, Zinc, Zirconium; and nonmetgllic prdfiucty which result from processing,
smelting, or refining metallic minerals and are subsequently soj or havé confjmercial value.

Minimum Royalty means a set rate of royalty pgid-psor tq thefestablisiimnent of a mine, prior to the production
of minerals in paying quantities, or/whgn the grodudiion @ mjnerals injpaying quantities ceases for a period
greater than a year. Minimun} Royalty§ may, gursuant tofthe ferms of fheflease, be used to extend the lease
beyond its original term

Mining means partfor all of thejprocegsfinv in the rgmovgl of mingral§ and/or mineral products including
development, extrdctiorny bengfigiationf wiatenstbrage agglomeration an@l prpduction of waste.

Mining Operation Area ineang tije land afea
take place, and as \{elineat

Ounce means a troy ounce {31.103 gflam

Paying Quantity meang pr@ductipn i@ a galenflar y
exceeding the MinimumjRdyalty.

Production meang the gxtfaction\ pro es{siMockpiling and/or sales of minerals, and/or mineral products
from the leased ptemisgs. FOWS of this lease, the sale of minerals and/or mineral products in place
without extraction 1§ nof congid production, and shall not be used to calculate Production Royalties.

Reclamation me‘n econditioning or rehabilitation of the affected leased premises as delineated in the
Mining and Reclamation Plan or portions thereof by the Lessee for useful purposes and the protection of the
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21.
22.

23.
24,

25.

natural resources, including the control of erosion, leaching and subsidence, and the prevention of land or
rock slides and air and water pollution.

Short Ton means 2,000 pounds avoirdupois dry weight.

Smelter Returns means the proceeds received from the sale of refined mineral and/or refined mineral products
after deducting the actual cost of (1) base smelting and refining charges (2) sampling and/or assay charges
assessed by the smelter (3) penalties for impurities that are deducted from the assay value of the ore. No
deductions resulting from the operation of the mine, on-site enrichment of ore, or transportation to the smelter
will be allowed in calculating smelter returns.

Tailings mean mill waste rejects that have been placed in a confined waste or storage basin.

Tailings Basin means land on which tailings are deposited including surrounding dikes constructed to contain
the tailings.

Waste means soil and vegetation, overburden, waste rock, mill waste rejects directly resulting from, or
displaced by, mining and deposited on the surface (of the leased premises and other property under control of
the Lessee). "Waste" shall not include lean ore.

17 PR 4340 (Rev. 11/09/06



NON-DISCRIMINATION

The Lessee shall comply with the Elliott-Larsen Civil Rights Act, 1976 PA 453, as amended, MCL 37.2101 et seq,
the Persons with Disabilities Civil Rights Act, 1976 PA 220, as amended, MCL 37.1101 et seq, and all other federal,
state and local fair employment practices and equal opportunity laws and covenants that it shall not discriminate
against any employee or applicant for employment, to be employed in the performance of this real estate contract,
with respect to his or her hire, tenure, terms, conditions, or privileges of employment, or any matter directly or
indirectly related to employment, because of his or her race, religion, color, national origin, age, sex, height, weight,
marital status, or physical or mental disability that is unrelated to the individual's ability to perform the duties of a
particular job or position. The Lessor agrees to include in every subcontract entered into for the performance of this
metallic minerals lease this covenant not to discriminate in employment. A breach of this covenant is a material
breach of this metallic minerals lease.

Lessee shall comply with the Employers Engaging in Unfair Labor Practices Act, 1980 PA 278. as amended, MCL
423.321 et seq. If the Lessee or any subcontractor, manufacturer or supplier of the Lessee appears in the register
of persons engaging in unfair labor practices that is compiled by the Department of Labor & Economic Growth or its
successor, Lessor may terminate this lease by providing Lessee at least 30 days written notice prior to the
effective date of cancellation .

RECLASSIFICATION OF LAND UNDER LEASE

1. The Lessee understands and agrees that the, Lessor \nay fit any tifje prjor to an approved exploration plan,
reclassify this Lease as “nondevelopment’” lease that does not allow any use of the land
surface for metallic mineral exploratidn, developmdnt orfjproduction”. Jin the event of such reclassification, the

Lessee agrees that its sole}jremedy) to theexclugion bf alhy other fat law or in equity, is to surrender this

Il bonus and rental payments made by

ere the land subject to the Lease is
tithed to a refund equal to the difference

s fnd for State nondevelopment leases

leasgs were direct leased for less than

nd deliver to the Register of Deeds a

d by the Lessor as State parks, State
recreation areas, or a change of classification from a
nondevelopment leas
existing nondeyelop ror of ghat tk&e is a change in circumstances. In the event that
a lease is recla§sified jasfdeveld elLe saﬂ!wall pay compensation to the Lessor at least equal to the
difference between bonus paid for State development leases and for State

nondevelopment lea

3. Notwithstandirrlith m%ions of Section M, the Lessor shall not reclassify a lease, as development if there
will be impair of any of the following: wetlands, endangered species habitat, historic, archaeological or
cultural sites, and areas of special wildlife, ecological, or recreational significance.

NONDEVELOPMENT LEASE RESTRICTIONS

(This section pertains to nondevelopment leases only. A nondevelopment lease is identified by the prefix N in front
of the Lease Number shown on page 1 of this document.)

1. All other provisions of this Lease notwithstanding, it is understood that no exploration or development work
shall be conducted on the surface of the land described in this Lease without reclassification and/or the
specific authorization of the Lessor. Reclassification or such authorization for this Lease or any portion of the
lands contained herein will be granted at the sole discretion of the Lessor.

2. No operations shall be conducted until written instructions for the proper protection of any and all natural
resource interests and/or surface values are issued by the Lessor.
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The said Lessor, by its Forest, Mineral and Fire Management, Manager, Mineral and Land Management Section,
has signed and affixed the seal of the State of Michigan by virtue of action taken by the Lessor on , 20
and the Lessee has signed and affixed its seal the day and year written below.

ACKNOWLEDGEMENT BY LESSOR

NATURAL RESOURCES DIRECTOR FOR
THE STATE OF MICHIGAN

By:

Thomas Wellman, Section Manager
Mineral and Land Management Section
Forest, Mineral and Fire Management

STATE OF MICHIGAN )

) 8. N
County of Ingham )
The foregoing instrument was acknowledged before mgjthis day qf ,
20 , by Thomas Wellman, Section Manager, Mineral jand land Mangagement|Sektion, Forest, Mineral and Fire
Management of the Department of Natural Res‘ourcesf r the Sfate offMichliga
PREPARED BY: SALLY RAIKIN, Nofaryj Public
Forest, Mineral and Fire Managemdnt EdtonfCoungy, Michidan
Michigan Department of Naturdl Regourc; Ls Actigg in Ingham
PO BOX 30452 M Commi S|on xgdires: March 15, 2012
Lansing, Ml 48909-7952 ‘
\
CK EDGEMENT BY LiE |
L —?SE .

4=

STATE OF ' )
)8
COUNTY OF )
The foregoing instrument was acknowledged before me this day of bio—
Notary Public, County
My Commission Expires: Acting in County

This Lease was approved by the Michigan State Administrative Board on:

APPROVED
State Administrative Board
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20

, 2005
Forest, Mineral and Fire Management
Department of Natural Resources
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